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1947 1946 
MONTH END DATA | ; 
April March February | April 
Shares Listed (Mil.) 1,794 1,792 1,786 | 1,645 
Share Issues Listed a (No.) 1,349 1,350 1,343 1,284 
Par Value of Bonds Listed (Mil. $) 137,219 136,937 137,106 | 138,519 
Bond Issues Listed , . (No.) 922 921 925 964 
rey Total Stock and/or Bond Issuers (No.) 1,198 1,200 1,203 1,185 
Market Value of Listed Shares (Mil. $) 64,520 67,608 68,839 80,943 
Market Value of Listed Bonds (Mil. $) 140,833 140,978 141,033 143,904 
Market Value of All Listed Securities (Mil. $) | 205,353 208,586 209,872 224,847 
Flat Average Price—All Share Issues A ($) | 49.24 51.43 52.44 63.82 
Shares: Market Value ~ Shares Listed A ($) | 35.95 37.73 38.55 49.22 
Bonds: Market Value — Par Value A ($) | 102.63 102.95 102.86 103.89 
Stock Price Index (12/31/24 = 100) AB (%) | 75.7 79.4 81.1 100.2 
Member Borrowings on U. S. Gov't Issues (Mil. $) 81 101 86 306 
Member Borrowings on Other Collateral (Mil. $) 196 201 205 439 
Per cent of Market Value of Listed Shares (%) 0.30 0.30 0.30 0.54 
Member Borrowings—Total P (Mil. $) 278 302 291 745 
N.Y.S.E. Members’ Branch Offices . (No.) 903 902 901 869 
Total Non-Member Correspondent Offices (No.) 2,611 2,621 2,609 | 2,493 
Customers’ Net Debit Balances CD... . . (Mil. $) 553 576 573 | 895 
Credit Extended on U. S. Gov't Obligations . (Mil. $) 62 65 66 154 
Customers’ Free Credit Balances CD (Mil. $) 665 677 681 697 
DATA FOR FULL MONTH | | 
Reported Share Volume (Thou.) | 20,620 19,337 23,758 31,427 
Ratio to Listed Shares : (%) | 1.15 1.08 1.33 | 1.92 
Daily Average (Incl. Saturdays) (Thou.) 825 744 | 1,080 | 1,257 
Daily Average (Excl. Saturdays) (Thou.) | 892 824 | 1,132 1,369 
Total Share Volume (Incl. Odd Lots) F (Thou.) | 2218. | 32,468 43,947 
Money Value of Total Share Sales F (Thou. $) | 769,789 942,966 1,496,896 : 
Reported Bond Volume (Par Value) (Thou. $) | 81,601 75,582 79,987 122,337 I 
Ratio to Par Value of Listed Bonds (%) .060 055 058 088 ‘ 
Daily Average (Incl. Saturdays) (Thou. $) 3,264 2,907 3,636 4,894 
Daily Average (Excl. Saturdays) (Thou. $) | 3,591 3,267 3,821 5,379 
Total Bond Volume (Par Value) F (Thou. $) | 81,491 95,349 123,634 
Money Value of Total Bond Sales F (Thou. $) | 63,187 68,979 100,481 ’ 
N.Y.S.E. Memberships Transferred (No.) 3 4 2 3 , 
Average Price ($) 65,000 66,000 64,000 | 90,000 
| 5/15/47 4/15/47 3/14/47 5/15/46 t 
Shares in Short Interest F (Thou.) 1,019 | 1,015 1,022 
| 
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aves Way to Easy Metal Supply 


MERICAN industry is paying 24 
l cents a pound for foreign copper. 
li hasn’t paid that high a price since 1929, 
and in only two other periods during the 
present century has the price equalled or 
exceeded today’s quotation: the three 
years of World War I—1916-1917-1918, 
and in 1907, 

Those students of price trends who at- 
tempt to draw a parallel between today’s 
copper price movements and those of the 
past note that sharp price readjustments 
have occurred after the long-past highs 
were recorded. Thus in 1907—-the money 
panic year—the copper price reached a 
high of 26 cents a pound, In the following 
year the price was down to 12%x cents a 
pound, During the first World War years 

1916-1917-1918—the price hit the rec- 
ord high of about 37 cents in 1917, after 
selling in 1916 at 36 cents a pound, In 
1918 the high was 26 cents a pound. In the 
years succeeding the end of World War I 
the price ranged from a high of 23% 
cents in 1919 to a low of 11% cents in 
1921. 

This is the historical record, worth hav- 
ing in mind in a new post-war period. 

\t today’s price of 24 cents the Amer- 
ican consumer is paying twice as much as 


By THOMAS J. KELLER 





End of Copper Import Tariff 
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he paid for the metal during the recent 
war. Under Government controls the sales 
price level was fixed at 12 cents a pound, 
This ceiling level, however, was made pos- 
sible only through Government subsidies 
in the form of premium price payments 
with total prices paid for production rang- 
ing from 17 cents a pound to as much as 
27 cents or more a pound. The Govern- 
ment through this subsidy absorbed the 
difference between the subsidy and the 
12-cent selling price. 


Nearly Doubles in Price 


Up to August, 1946, the war-time ceiling 
of 12 cents prevailed. Then the Office of 
Price Administration raised the level to 
14°, cents a pound. After the elimina- 
tion of price controls last year the price 
rose steadily and ended the year at 191% 
cents a pound. Since then the domestic 
quotation has risen to 211% cents. 

A new factor has entered the price 
picture. To alleviate the shortage of sup- 
ply from domestic mines, legislation has 
been enacted suspending the 4 cents a 
pound copper import tax until March 31, 
1949. The foreign metal has been priced 
higher than domestic and for some time 
has been sold to users abroad on the basis 
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of 23%4 cents a pound, New York. This 
is equal to 24 cents a pound, Connecticut 
Valley base. and that’s the price that has 
been paid for fairly large tonnages of 
foreign metal by American consumers. 
At the prevailing quotations earnings 
of the principal copper producers should 
this year be the best for a great many 
years. That’s been indicated by prelim- 
inary estimates based on the first three 
months. Likewise it is expected that stock- 
holders will receive part of such increases 
in the form of larger dividends. But 
judging from the market action of min- 
ing shares, the nation’s investors’ ap- 
praisal of these prospects has been nega- 
tive. Apparently this inert response to 
high prices relates to the general ex- 
pectancy of a corrective move sooner or 
later in regard to metal prices. 
Skeptical of Price Level 
Skepticism ties in with the belief that 
prices of metals and other commodities 
are too high for any prosperity of a long- 
term nature; a belief that today’s prices 
must come down if a solid foundation 
is to be laid for the future. Consumer 
resistance to present prices already has 
developed and certain copper items have 


1 








reached a state of surplus. These are 
notably among the brass plumbing sup- 
plies. Then. too, the competitive position 
of copper with aluminum can become a 
potent factor if the wide differential in 
prices remains too long. Aluminum at 15 
cents a pound is 5 cents a pound cheaper 
than it 


actively 


was before the war. and it is 
seeking markets for its vastly 
increased productive capacity. 

Some members of the copper industry 
doubt, however. that aluminum will cut 
seriously into copper usage. Right now. 
because many copper fabricators could 
not get as much copper wire as they 
needed, they have resorted to aluminum 
wire. It was felt that when the price of 
copper was at a more competitive level 
who switched to aluminum 


such users 


would again return to copper. 


Expect Easing of Demand 


Some easing of demand is expected 
when the inventory pipelines are filled. 
Following this corrective movement, a 
period of sustained activity is expected 
when prices become “right.” as there still 
is believed to exist a large unfilled con- 
sumer demand for heavy industry and 
other What that 
price level for copper will prove to be. 


durable products. 


no one will venture to guess; nor when it 
will come. But industry authorities assert 
that if the metal is to be obtained, it will 
have to be at levels higher than prevailed 
before the war. They point to the sharply 
increased wages now being paid as con- 
trasted with pre-war rates, not only in the 
United States but at other major copper 
producing properties in foreign countries. 





It cannot be expected that such advances 
in the wage scale will be reduced to old 
levels. 

\ brief glance at recent history pro- 
vides a setting for looking ahead. 

Back of the present-day demand for 
copper are the huge consumer needs built 
up during the war years. A vital war 
commodity, its use was confined solely to 
the production of armament and for bare 
essential civilian The shelves of 
all makers of peace-time goods were virtu- 
ally barren when the war ended. These 
had to be replenished, while, at the same 
time, manufacturers attempting 
partly to supply, at least, finished goods 
to the consuming public. 


needs. 


were 


These efforts received a severe setback 
in the first half of 1946 when labor diffi- 
culties just about shut down ihe major 
domestic mines and all but a few of the 
copper refineries in the U. S. Even so, 
with the aid of Government-owned copper 
reserves, the consumption of copper in 
this country last year hit a new high for 
peace-time, amounting to 1,240,295 tons. 
The amount of foreign copper used here 
in 1946 aggregated 669,079 tons. 

For the first three months of 1947, the 
total use of copper in manufacture com- 
prised 375.909 tons, of which 127,845 
tons was copper derived from the Gov- 
ernment stockpile. This reserve has been 
whittled down to just about the vanishing 
point, with about 24,000 tons estimated 
as remaining. This small tonnage is ex- 
pected to be exhausted by July 1. 

Copper industry members now place «he 
difference between consumption and de- 
mand at possibly net over 100,000 tons 


Drilling holes preparatory to dynamiting at Anaconda Copper Co., Butte, Mont. 
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and it is expected that a balance will be 
struck before the end of the current vear. 
Currently, the real demand was figured 
to be running at a rate of approximately 
115,000 tons a month. On the supply 
side of the picture a total of 105.000 
tons a month was predicted, which left 
an indicated gap of only 10.000 ions. 
This supply was predicated upon the re- 
ceipt of roughly 25,000 tons of foreign 
copper a month under private purchase 
arrangements. Thus it may be figured 
that only a relatively small decrease in 
consumption Or an increase in supply 
would bring about a balance. 

The demand for copper is world-wide, 
which has cut sharply the amount of cop- 
per that is coming to this country from 
foreign sources as compared to imports 
during the war. Great Britain has been 
the heaviest purchaser, taking nearly all 
the output of the Empire in addition io 
substantial tonnages of copper from Chile. 
France, Sweden, Switzerland, Italy and 
other European nations also have been 
substantial buyers. 

Recently there have been reports heard 
of the growing scarcity of dollar balances 
abroad. If this scarcity of dollars were 
to grow worse, even though the metal 
was needed. it might have a restrictive 
effect on the sale of Latin-American cop- 
per to Europe. In turn this could result 
in an increase in the amount of foreign 
copper sent to the United States. Industry 
members are watching this situation with 
considerable interest. 


LAG IN COPPER SHARES 
LONG IN EVIDENCE 

HE discussion of copper prices and 

copper market elements in the preced- 
ing article, which was prepared by an ex- 
perienced commentator on metals, directs 
the attention of investors toward the study 
of mining and metal fabricating company 
stocks. A statistical table on page 4 pre- 
sents past and recent prices of represen- 
tative companies listed on the New York 
Stock Exchange. 

For further background for analysis 
and research, it may be noted that many 
of the companies were marked by divi- 
dend stability during the war years, aided 
by an immense demand for their prod- 
ucts. That period, at the same time, saw 
the stocks. for the most part. less affected 
by speculation for the rise than was the 
case with a wide array of industrial issues 
and the railroad group. The dividend 
yields were somewhat higher than the 
average of yields among the seasoned in- 


(Continued on page 4) 
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KARNING 


COMPARISONS 


Influenced by Early 
1946 Strike Troubles , 


a 


features 
of post-war industrial and transpor- 


NE of the more perplexing 


tation results is contained in the task of 
comparing logically the composite earn- 
ings of corporate groups this year with 
those of last year. Qualifications come 
into play. grown out of the strikes and 
materials shortages of 1946. which cause 
statistics of current derivation to present 
distortions when set beside those of 1946, 
That the first quarter this year witnessed 
a strong earnings’ picture among many 
individual corporations—a situation con- 
tinuing into the second quarter—is well 
known to readers of THE EXCHANGE who 
follow reports of earnings from week to 
week. A survey by groups. such as the 
table on this page presents, calls, how- 
ever, for particular reservations. 

The record covers 322 of the corpora- 
tions listed on the New York Stock Ex- 
change, the reports of which were re- 
time to included in this 
edition. Obviously, since more than 960 
companies have their stocks listed on the 


ceived in be 









Exchange. the inclusion of only about 
one-third of the total affords more of a 
guide to estimates of results as a whole 
than to a summary of the quarter's full 
returns. 

Examination of the figures in some de- 
number of 
did far better 
than others of their rosters in respect to 


tail indicates that. among a 
groups. some corporations 


net income. In retail merchandising, for 
example, although 15 of the 17 reporting 
concerns showed a profit for the first 
quarter. only three scored a gain over the 
same 1946 period. In the chemical group 
of 27, all reported profits but eight did 


ACME 
This “vest-pocket” size rolling mill at 
Westinghouse Electric squeezes a 100-foot 
length of metal, 1/40 inch thick. into a 
mile-long strip thinner than tissue paper 


not perform as well as a year before. Of 
the public utilities. numbering 17. prof- 
its were reported by 16 at the same time 
that nearly half of this category fell be- 
hind the results of the opening 1946 
quarter, 

Further scrutiny of the groups reveals 
the fact that a number which reported 
striking advances for the quarter were 
adversely affected by labor disturbances 
of long duration in the corresponding in- 

















NET INCOME OF 322 COMPANIES HAVING COMMON STOCK 
LISTED ON THE NEW YORK STOCK EXCHANGE 
First Three Months of 1947—By Industrial Groups 
Number Per Cent 
Firm , ; Change in 
Number ment Estimated Wee Traspon 
: Showing (1st 3 Mos Group (ist 3 Mos 
Number Net Profit 1947 vs. Net income: 1947 vs 
Reporting — Ist 3 Mos Ist 3 Mos, Ist 3 Months Ist 3 Mos 
Industry To Date 1947 1946) 1947 1946) 
Amusement 1 1 1 S$ 3,090,000 1155.6 
Automotive 25 24 24 419.689,000 + 
i eee 14 13 13 12,731,000 323.0 
Business & Office Equip. . 5 5 i 9.538.000 118.1 
Chemical smelt 27 27 19 95.059.000 36.1 
Electrical Equipment . . . . 9 8 9 29.793.000 3t 
PE Gs Ss ww aw 14 11 6.266.000 1S 
Food See a ee 20 16 18.171.000 54.4 
Machinery & Metals . . . . 37 36 31 28.063 000 247.5 
IIR Fel hee omen ter, tere eos 10 10 7 9.795.000 108.5 
Paper & Publishing . . . . 14 14 ll 15,733,000 $1.7 
TON se Ge ow 7 17 78,564.000 54.1 
Railroad ee are ee ae 31 32 68.460.000 171.3 
Retail Merchandising ae ee 15 3 7.503.000 - 35.6 
Steel, Iron & Coke . 24 23 24 108,256.000 155.6 
Textile 1] 1] 11 14,305.000 64.7 
Tobacco ike 3 3 3 1.209.000 70.8 
Transportation Services as 3 3 2 515.000 15.8 
Utilities eer ee vay her el 16 8 105,506,000 - 3.0 
Foreign Companies* ' 1 3 9.592.000 51.6 
Other Companies a ee ll 9 5.505.000 50.2 
ae eee ee 309 261 $707.343.000 7112.9 
+ Deficit in 1946. * Canadian companies only. 
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Narrow coils of strip are gaged at mill 
of Republic Steel Corp. at Massillon, Ohio 














terval of 1946. Machinery and metals 
companies, for one group, gained 247.5 
per cent; one large company of the roster 
experienced a prolonged work stoppage 
at important plants last year and others 
had difficulty in maintaining a smooth 
flow of parts and materials. The steel 
and iron group, which recorded the larg- 
est percentage improvement of the list. 
profited this year from favorable labor 
conditions, permitting high-capacity op- 
erations, 

Reference to some of the other group- 
ings discloses, at the same time, that bus- 
iness conditions this year were markedly 
good, the comparison being little distorted 
by labor difficulties a year before. Thir- 
teen of the building material companies 
which reported profits improved their net 
income, leaving only one to recede, and 
the showing rose 323 per cent over the 
initial quarter of 1946. Petroleum con- 
tinued the even tenor of its way, follow- 
ing a trend which has been uninterrupted 
by reconversion steps since V-J Day, all 
of the 17 reporting companies revealing 
improvement, with a composite rise in net 
of 54.1 per cent. 

The railroads, with increased freight 
rates helping to offset wage increases, of- 
fered the comfortable picture of a rise 
in net of 171.3 per cent, tending to coun- 
teract considerable of the pessimism 
which was rampant regarding earnings 


at the end of 1946. It may be pointed 


out that 31 of the 35 rail properties in- 
cluded in the table made money this year 
and 32 did better than in 1945. The tex- 
tile group, gaining 64.7 per cent with all 
of the 11 companies of the table showing 
a rising trend, justified expectations of 
stockholders: at the same time, textile 
company stocks were prominent in the 
market decline through March and April, 
suggesting that the thought of non-recur- 
ring business along with possible declines 
of goods’ prices in the offing affected the 
stock market attitude. 


Tobacco Companies Gain 


The small number of companies in the 
tobacco list was accounted for by the im- 
portant fact that none of the “big four” 

American, Liggett & Myers and the 
others—is included. Nevertheless, the im- 
provement amounting to 70.8 per cent 
showed that the industry was operating 
under an enlarged profit margin. Too 
few of the amusement companies are in- 
cluded to do anything more than indicate 
the earnings trend, which disclosed a 
sharp rise of net income. The supposition 
is reasonable that the business and office 
equipment companies, gaining 118.1 per 
cent, benefited by gains in production of 
goods which was heavily reduced during 
the war period, and experienced larger 
profit margins than in 1945 when many 
materials were in short supply. 

The relaxation of labor perplexities 


Lag in Copper Shares Long in Evidence 


(Continued from page 2) 


dustrials, due both to relatively sluggish 
prices and a reasonably high rate of divi- 
dends. The strikes of last vear which 
hampered the operations of certain of the 
large copper corporations were not sufli- 
ciently damaging to earnings to cut into 
the established rate of dividend payments. 

\ continuing heavy peace demand for 
the “red metal” and products made from 
it acted to stimulate earnings after labor 
disputes were settled, and the opening 
quarter of 1947 resulted in a rise of prof- 
its—a process aided by the elimination of 
excess profits taxes. as had been the ex- 
perience in 1946 as well. The advance of 
copper prices and moderate rises of fab- 
ricated goods’ prices last year have lately 
been extended in case of the mine prod- 
uct. The investor’s preoccupation cur- 
rently centers in the question: where do 
we go from here? 

So far as the relationship of net earn- 
ings to dividends goes, it is a reasonable 
assumption that the currently reported 
large per-share earnings of major com- 


panies could recede substantially before 
the margin above dividend rates became 
thin. At the same time, as Mr. Keller 
points out, copper price history discloses 
a marked tendency for prices to fluctuate 
over wide sometimes rather 
abruptly. The prospect in this respect of- 
fers ground for investor vigilance because 
of the elimination of import tariffs on 


ranges, 


foreign production, and the perplexing 
possibilities of from 
abroad, due to the high price and ready 
American market. 


rising receipts 


Dollar Exchange Being Used Up 

The international market now reckoned 
sufficiently active to absorb much metal 
which otherwise might enter our ports in 
great quantity, contains additional per- 
plexities. Dollar exchange available to 
some of the consuming countries has been 
srowing tighter and mobile dollars are 
important to South American and other 
producing areas. Then, too, uncertainties 
abound in regard to the matter of Ameri- 


was displayed particularly in the case of 
the automotive companies. In the first 
quarter of 1946, it will be recalled, the 
winter strike and the highly uneven flow 
of materials and parts were still being 
felt. For some of the larger companies 
the deficit from operations a year ago 
was large; certain ones reported losses 
even after “carry backs” of excess profits 
taxes were counted in and funds were 
shifted from the reserve account. Ability 
of 24 of the 25 companies in the group 
to report net income gains over 1946 re- 
flected the marked advantage afforded by 
labor peace. 

Effort to translate the first 1947 quar- 
ter’s showing into projected results of 
earnings for a wide array of the groups 
throughout this year collides with many 
uncertainties. It is difficult to interpret 
the facts of price declines, rising inven- 
tories and consumer reluctance to pay 
going prices, into terms of possibilities 
for corporate profits, to say nothing of 
allowances for conjectures and the effects 
of arbitrary urges to get prices down. The 
settlement of wage contracts without stop- 
pages in important instances offsets price 
tendencies in part. With uninterrupted 
factory operations, it is reasonable to ex- 
pect that production will increase in vol- 
ume and enhanced output, even though 
selling prices are marked down some- 
what, will aid in holding earnings up io 
satisfactory levels. 


can inventories of fabricated products. 
Such elements presumably have had no 
little influence upon the prices of com- 
mon stocks which stand not greatly 
changed from their position at the end of 
1946, as the following table of some rep- 
resentative issues indicates. 
ContTrRASTs BETWEEN 
Past AND REcENT PRICES 
Recent 1946 


Price Final 
American Metals 3014 301% 
Amer. Smelt. & R. 5236 58° 
Anaconda 366 1034 
Anac. Wire & Cab. 171% 191% 
Bohn Alum. & Brass 14 55 
Consol. Coppermines 5% 638 
Gen’] Cable 10 13% 
Inspiration 15 16 
Kennecott 15 5274 
Magma 18% 1934 
Miami 16 1548 
Newmont 3 40°6 
Revere Cop. & B. 174 24% 
U. S. Smelting & Ref. 13 1914 


The sampled list. it may be assumed. 
has been affected this year by the general 
recession of equities besides the inertia 
of investors and traders in the “coppers” 
because of influences affecting them di- 
rectly. 
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T is a moot question whether, over 
an extended period, the net results 
from investment in securities, both in in- 
terest and capital return, will be more 
satisfactory from a completely high-grade 
list: from one that is partially high-grade, 
or from a selection which is entirely 
speculative. However, regardless of the 
type, nothing should be purchased with 
the idea that any security. referring prin- 
cipally to bonds for the purposes of this 
discussion, may be held indefinitely. 
Any corporate management at one time 
or another may make errors. Any busi- 
ness, for reasons beyond its control, may 
do well one year and poorly the next. 
Every management must constantly be 
alert to changes affecting competition. 
Consider the telegraph industry; first 
faced with radio, then by competitive 
and far-flung telephone wires. Look at 
the problems which railroads have met: 
improved coast-wise marine transporta- 
tion, then the fleets of motor trucks and 
now an expanding aerial transportation 
for certain classifications of traffic. 
Rayon revolutionized—and 
the silk industry; and a great variety of 


dented 


producers must keep an eye on plastics. 
\o enterprise can assume, at any given 
time, that it will go along placidly, meet- 
ing success indefinitely. Present and past 
performance records can help investors 
to size up the possibilities of an industry's 
continued well-being, but no one can 
predict definitely what the future will 
bring. 

In other words, regardless of whether 
current market or business fluctuations 
are to be fundamental 
conditions surrounding and _ controlling 


considered, the 
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the affairs of the company in which a 
person invests must be watched vigilantly. 
Moreover, when changes of fundamentals 
are detected among the factors which 
originally determined a company’s invest- 
ment quality, action is called for and 
in order to stave off deterioration of 
the investment should be taken without 
delay. 

The foregoing presents some axioms 
which are commonplace to experienced 
investors; they are mentioned as back- 
ground for practical illustrations. 
Margin of Protection May Change 

A series of poor business years may. 
for example, weaken a company’s balance 
sheet, not necessarily to the extent of 
threatening embarrassment but sufficiently 
to require new financing. Such an event 
may relegate individual securities hold- 
ings to a junior position, Again, a 
corporation which at the time when an 
investor became interested in it was free 
of burdensome competition may collide 
with vigorous competitors, and an_in- 
margin of 
reduced heavily. Possibly, this company 
may have been producing a line of mer- 
chandise for which the demand begins 
to show a marked 
eventuality is a danger signal. indicating 
the eventual impairment of the invesi- 
ment. 


vestor’s protection become 


decline. Such an 


brief 
financial and commercial angles promot- 
part. 
Although not a few other commentators 
feel that 
general market conditions must also be 


So much for mention of the 


ing vigilance on an_ investor's 


might not agree with me, I 


considered, not only at the time a bond 








is acquired, or a list’ prepared, but 
throughout the holding period. By this 
it is not inferred that day-to-day fluctua- 
tions of prices or minor secondary price 
trends are of material importance. The 
points to be stressed are— 
The action of an investor’s secur- 

ities in relation to the 

trend; 


general 


The position and trend of interest 
rates. 


Referring to the first 
when for any reason the price of a secur- 
ity gets out of line with others of the 
same class. every effort should be made 
immediately to check the current finan- 


qualification, 


cial and business situation of the com- 
pany behind the security. Quite often 
such market action is a signal that all 
is not well and. if promptly heeded and 
liquidation effected, a further decline and 
perhaps a substantial loss may be 
avoided, On the other hand, sudden and 
unexpected declines or advances of price 
may be due to unusually large buying or 
selling orders being placed in a “thin” 
market. Market elements like these call 
attention to the matter of timing a pur- 
chase—an investment. The point I wish 
to make is that, no matter how high- 
grade a bond or an investment list may 
be, the market action demands constant 


watching. 


Money Market Determines Prices 


As to item! The funda- 
mental price control of high-grade. fixed 


the second 


income securities is vested in the money 
market. 

If money is “easy.” the market  re- 
mains firm and the intermediate swings 
will be influenced primarily by supply 
and demand. A tightening of money and 
credit and a rise of rates will cause a 
decline and, regardless of the degree of 


(Continued on page 10) 


Tracing the Majority + 
of Stockholders... = 





_ Charting 


I "HERE does the great majority of 
stockholders ol corporations listed 


on the New York Stock Exchange live? 


What are the principal geographical 
scurces, by states. of buying and selling 


transactions on the Exchange? 


These questions periodically arouse the 
practical curiosity of investors, traders 
and statisticians when economic changes 
Warrant supposition that extensive shifts 
of ownership of corporate business are 
occurring, Answers must consist of esti- 
mates in view of the monumental task 
which a precise analysis of ownership 
and market transactions would involve. 
The questions press forward al present. 
not because of economic changes affect- 
ing industry and investment but by rea- 
son of the fact that in the last 18 months 
a high proportion of new listings on the 
Exchange has comprised stocks of com- 
panies domiciled in the West. Northwest 
and Southwest. 

Inasmuch as stocks of such corpora- 
lions were, prior to listing, chiefly owned 
in areas distant from the heavily popu- 
lated Atlantic states and others reaching 
toward the Middle West. it is logical to 
examine sampled ownership statistics ::s 
a basis for comparison with developments 
affecting such ownership in years to 
come. So far as transactions on the 
Exchange go. it is logical. too, to look 
at a sampled record during a period of 
calm dealings instead of in the midst of 
an interval of economic stress. The find- 
ings of this article are based upon recent 
studies made by the New York Stock 
Exchange. 

\ study applied to stockholdings deal 
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the Origin of Tradim 


with 12 listed corporations, old-line com- 
panies including American Telephone & 
Telegraph, du Pont. General Motors. 
Pennsylvania Railroad. General Electric 
and Standard Oil of New Jersey. The 
number of stockholders and the number 
of shares held as of the beginning and 
the end of periods having a duration of 
four to 20 years supplied the foundation 
of the calculations. It should be noted 
that all figures submitted were trans- 
lated into percentages in order to neu- 
tralize the effect of changing amounts of 
outstanding stock and number of share- 
holders during the periods under review. 

The geographical divisions of the coun- 
try employed were those established by 
the time zones—Eastern, Central. Moun- 
tain and Pacific Standard iime. If ref- 
erence is made principally to stockholders 
and stockholdings in the area bisected 
by the 75th meridian west of Greenwich, 
a great deal of the most populous ter- 
ritory of the East is included. This is 
the region where Eastern Standard Time 
prevails, 


Westward Shift in Holdings 


Compiling an average of the percent- 
age of owners reported by the 12 com- 
panies to be located in the Eastern time 
zone, the study indicated that an average 
of 78.5 per cent was in this area at the 
beginning of the periods and 73.3. per 


cent at the end of the periods, indicating 
a decline of 5.3 per cent—a movement 
which added to the number of stock- 
holders in the other zones. The average 
of shares held in the Eastern time zone 
at the same time declined from 87 per 
cent of the 12 companies’ stocks to 79.1 
per cent, making a gain of 7.9 per cent 


aie 


Fiyll - 


for the other three zones. In summary, 
during the periods under study both the 
number of stockholders and the number 
of shares disclosed a movement westward. 

In the study allowance was made, in 
the form of an estimate, for a consider- 
able number of stockholders who live out- 
side the area of the Eastern Time zone 
but whose stecks are held of record in 
the names of brokers or nominees of the 
trust and custodian departments of New 
York banks and trust companies. After 
such allowance, an estimate was permit- 
ted that a littke more than one-third of 
stockholders in corporations listed on the 
New York Stock Exchange are located 
in regions outside of the Eastern zone. 

This estimate based on territory with- 
in a time zone is considerably different 
from what a calculation involving state 
borders would involve. For example, part 


Hgsh 4 


: 











he 
er 
rd. 


CHARLES PHELPS 
CUSHING 


of the state of Georgia is on Eastern 
Standard time and part on Central Stand- 
ard time. The principal cities of Ohio 
are in the Eastern zone, while the western 
section of the state is on Central time. 
Chicago, a large stockholding center of 
Illinois, is in the Central zone. Detroit. 
often considered as a companion city 
the 
speaking. the Eastern zone 
comprises the more thickly populated 
states, such as New York, Pennsylvania, 
Maryland, Massachusetts, Connecticut. 
Rhode Island and others of the eastern 
seaboard 


of Chicago, is in Eastern 


Generally 


zone, 


states where. obviously, in- 
vestment capital is heavily concentrated. 

The findings indicate that 60 to 66 
per cent of holders of Stock Exchange 
stocks are located in the Eastern zone. 
\n estimate of transactions on the Ex- 


change which originate in the Eastern 


zone indicates that between 70 and 75 
per cent of the business on the Board 
derives this This 


upon another study 


from area. estimate 


is based dealing 
with the origin of orders executed upon 
the Exchange. which arbitrarily placed 
a state extending into two time zones in 


the zone occupied by its principal cities. 
States Leading in Trading Listed 
This latter study may be illustrated 
by the accompanying table. The iabula- 
includes the 10 from which 
the most extensive buying and _ selling 


tion stales 
on the Exchange originated during the 
week of March 24 to March 29. inclu- 
sive. The each state 
the total all 48 states 
and the District of Columbia is recorded: 
the percentage of odd-lot transactions to 
all odd-lot- purchases and sales by the 
public is also included. 

With the single exception of Florida. 
all of the states were among the 10 most 
populous states according to the U. 8. 
1940. 
source of transactions on the Stock Ex- 


percentage of to 


transactions of 


Census of Florida, as an active 
change, enjoyed its rating because of the 
presence of winter and spring investor 
and trader residents. The rating of the 
states in respect to transactions did not. 
however. the 


second in 


stand in direct ratios io 


census figures. California, 
to 


fifth in population; Massachusetts. fifth 


respect buying and_ selling, stood 
in originating business on the Exchange. 
was eighth in population: Pennsylvania. 
fourth in transactions, was next to New 
York in the number of its residents. In 
case of New York, Illinois and Missouri. 
the states’ position in volume of iransac- 


tions corresponded with the census reports. 


That New York State was the origin 
of more than 50 per cent of the shares 
hought and sold during the 
March week affords no surprise to re- 
searchers into stock market statistics. It 
is not only the most populous state and 
the of many business 
enterprises: the fact that the City of 
New York is the nation’s financial center 


sampled 


domicile large 


also explains a concentration of irans- 
actions on the Stock Exchange. 
the of great 
philanthropic and other funds are held 
and “managed” in New York City. The 


Again, 


securities many estates, 


trust and custodianship activities of banks 
of the metropolis result in extensive pur- 
and of 
ostensible New York origin, although the 


chases sales securities with an 


beneficiaries may live in other states. 
Stock Exchange Firms Surveyed 
The study of the origin of iransactions 
during the March week was lodged upon 
precise records: all of the 350 Stock Ex- 
which — effected 
transactions during the period submitted 


change member firms 


reports to the Exchange. In arriving at 
the results. purchases and sales both were 
full-lots of 
odd-lots of less than 100 shares. along 


entered for 100 shares and 


with an estimated total of “stopped stock” 


sales and purchases which do not 
appear on the stock tape as part of 
the “reported” volume — the aggregaie 


amounting to 10.502.412 shares bought 
and sold. Included were 204.307 shares 
on transactions which originated abroad 
and in areas possessed by the United 
States but outside of the mainland. 

The studies. therefore. were as com- 
prehensive as a sampled survey over a 
period could make them. 








ORIGIN, BY PRINCIPAL STATES, OF STOCK TRANSACTIONS ON N. Y. S. E. 
Week of March 24-29, 1947 
Per Cent Per Cent 
Total To 48 States Odd-Lot To 48 States 
Shares & D.C. Shares & D.C:* 
New York. . . 5.184.868 50.4 115.832 34.7 
California 701.157 6.8 93.097 7.8 
Illinois . 599,940 5.8 72.005 6.0 
Pennsylvania 349.826 53 91.008 7.6 
Massachusetts 174.048 1.6 61.368 5 
Ohio 315.943 3.) 55.041 1.6 
New Jersey 300.287 2.9 53.085 14 
Florida 209.6906 2.0 23.096 2.0 
Michigan 199.530 1.9 24.130 2.0 
Missouri 197.776 1.9 29.256 2.4 
*The odd-lot share totals are included in total shares. 


















How Stocks have responded 
to varying 1947 Business Outlook 





PRICES OF 





A& ASONED market analyst remarked 
at the first of the year that it might 
prove profitable over the next few months 
to stop thinking in terms of bull or bear 
markets and to place emphasis upon such 
matters as relative values, the character 
of trading in individual issues and 
changes in earnings prospects. 

The 


spring 


nearly motionless markets of the 


months served to bear out this 
prophecy, while the wider question of 
whether stocks had reached an 


lation area,” or had yet to discount some 


“accumu- 
ef the unpleasantness which some econ- 
omists professed to see anead for busi- 
ness. remained unanswered. 

this period 


recovered 


stock 
their 
1946 lows, while others penetrated their 


During numerous 


groups somewhat from 
old low levels decisively. Meanwhile 171.- 
300,000 shares of stock changed hands 
on the New York Stock Exchange from 
October through April. all within a 21- 
point range between a high of 184.49 and 
a low of 163.12 of the Dow-Jones indus- 
trial average. which gives an idea of the 
realignment of values taking place be- 
neath the calm of the 


exterior market. 


Contrasted with 1937 Downturn 


Another point of interest is that the 
market set some sort of record when the 
narrow trading range persisted on into 
early May. In the 1937 market break. 
the autumn lows were decisively broken 
through in March. 1938. 
ities prices held to their shelf for as long 
as seven months. 


This time secur- 


While this sideways movement was in 
process, many investors and traders took 
the opportunity to transfer funds from 
the securities of enterprises estimated to 
have dimming prospects into securities of 
other selected corporations for which a 
cyclical recovery, or continuing backlog 
of demand, was foreseen. 
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INDIVIDUAL ISSUES 
TRACED FROM 
1946 LOWS TO 

EARLY MAY 











These selective decisions of stock buy- 
ers are best illustrated by reference to 
price movements among individual indus- 
trial groups. An industry which has ex- 
perienced continuing strong demand for 
its output is petroleum production and 
refining. Shares of several oil companies 
made their 1946 lows in February, rather 
than in October at the time when the gen- 
eral list was most depressed, and through- 
out the first four months of 1947 held 
well above the 1946 base levels. Shell 
Union Oil is the only issue in the follow- 
ing tabulation which has sold lower in 
1947, including transactions through May 
10, than it did in 1946. The recent low 
for Shell was 24%4 on April 28. 


1946 Recent 

Low Price 

Continental Oil Co....... 337% 1014 
ume O6t Ge. eschews 56144 621 
Pio COs 6.6.5 d:0:6,0:er0r0ce 2734 151), 
The Ohio Oil Co............ 19% 233% 
‘The Pure: Oi Go:.........5-. 1984, 248% 
Shell Union Oil Co....... 2734 25% 
Standard Oil of Calif..... 42% 5584 
Standard Oil Co. (N. J.).. 6154 69% 
‘The Vexas Gs. 6... «0:64 52 5915 
\ popular doctrine in stock market 
discussion the last several months has 


been that heavy industry shares should 
do better than the light consumer goods 
Yet the industry, 
engaged in turning out such a light con- 
sumer product as gasoline, has proved an 
exception to this outlook. 

On the other hand, recent steel indus- 


equities. petroleum 


try earnings have lived up to the most 
optimistic expectations, yet a number of 
leading issues in this group sold at new 
1946-1947 lows in the early part of this 
year. For a time investors were wary lest 
steel production be again disrupted by a 
strike. but when the labor problem was 
settled peaceably, it brought only a lim- 
ited response in the market. It has been 
a spring in which, as soon as one obstacle 
to investor confidence 
others put in an appearance. Lately at- 
tention has been focused on the likeli- 
hood of a downturn in the business cycle 


was overcome, 


a situation to which steel production 


EWING GALI 


How far 


w 
can public purchasing power 
stretch? Food prices are still high, despite 
hopes that they would be lower this spring 
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has proved highly vulnerable in the past. 
This, presumably, has been one of the 
factors preventing steel shares from mak- 
ing much headway over their 1946 lows. 

1946 ~=Recent 

Low Price 
Rome Steel Cos. .6 6556s « 301% = 4716 
(American Rolling Mill.... 2714 2934 


Bethlehem Steel Corp..... 85°¢ 7914 
Inland Steel Co.......... 334m 36144 
Jones & Laughlin Steel.... 31°, 315% 
National Steel Corp...... 75 791, 
Republic Steel Corp...... 24% 25% 
United States Steel. ....... 65144 67% 
Youngstown Sheet & Tube 5712 = 617% 


i 





CHARLES PHELPS CUSHING 
With food prices high, fewer dollars are 
left over to buy the appliances and dur- 
able goods now appearing on the market 
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Related to steel, as the leading con- 
sumer of its products, are the motors. 
Here also is an industry benefiting from 
unprecedented demand, which some trade 
experts predict will last well into next 
year. Mark-ups in share prices for this 
group from their 1946 lows were reported 
in the March issue of THE EXCHANGE, 
and no new dominant trend had appeared 
up to early May, yet since these stocks 
have held their gains better than the aver- 
age of the market they logically belong 
in any new survey. In the April period 
of market weakness most of these issues 
held above their 1946 lows. 
price trends of a few prominent issues 
serves to illustrate the point. Since last 
October Chrysler has gone from 7514 to 
9814: General Motors from 4734 
to 5714: Mack Truck from 3815 to 4314, 
and Nash-Kelvinator from 13 to 15%, 


A review of 


Tobacco Stocks in Lower Range 


By contrast, a group such as the to- 
bacco stocks. widely accepted as possess- 
ing investment characteristics due to their 
regular dividend return, sold at lower 
levels this past April than at any time 
during 1946. However. these stocks re- 
sisted the autumn decline in better fashion 
than the general market. which needs to 
be remembered in reviewing recent price 
\ decline as abrupt as that of last 
September and October inevitably leaves 
in its wake distorted relative values be- 


trends. 


tween the shares of various industries, 
and these gradually are equalized in suc- 
ceeding transactions. 


1946 Recent 


Low Price 
American Tobacco (B)... 7614 = 67 
Liggett & Myers......... 83 82 
r.. bordlard Go... 0052202 20 7% 
Philip Morris........... 3314, 30%. 
R. J. Reynolds (B)...... 36144 37% 


By now the damage done to share 
quotations among soft goods and certain 
specialty concerns is well known. Share 
prices have declined sharply among the 
amusement, distilling, publishing and re- 
tail merchandising companies. If a coun- 
posite of the market is to be viewed, it is 
only fair to compare prices for a group in 
this category, such as the distillers shown 
below: 

1946 = Recent 


Low Price 
American Distilling.... . 414% 3034 
National Distillers....... 19%, «819% 
Publicker Industries. ..... ae 19% 
Schenley Distillers... .... 53 8 


28 
Walker-Gooderham-Worts . 2344 = 2084 

Brilliant 1946 earnings for the distillers. 
as well as for certain soft goods and 
amusement concerns, have been ignored 
by investors, who have turned skeptical 
as to whether anything like the 1946 rate 
of earnings will be repeated in 1947, Con- 
cern over 1947 profit trends was felt at 
first for these particular industrial groups. 
Now the calls on all sides for lower prices 
for all manner of merchandise, while a 
second round of wage increases is being 
handed out, puts a potential squeeze on 
the profit margins, and dividends, of other 
branches of industry. 

This was the type of coming event 
which the stock market “discounted” by 
its sell-off last Whether the 
actual occurrence will bring fresh dis- 


autumn. 
couragement, or sufficient insulation is 
provided by the earlier decline of share 
prices, is a development which many 
potential investors are awaiting before 
making commitments. 

Such waiting periods lend themselves 
to a variety of interpretations of the long- 
term market trend. Securities analysts be- 
came disheartened in April when equities 
consistently refused to place a high evalu- 
ation on the many satisfying figures of 
first-quarter earnings. They then saw a 
ray of hope when the share price level 
responded favorably to the raising of the 
Standard Oil (N. J.) semi-annual divi- 
dend to $2.00, followed shortly thereafter 
by a doubling of the Chrysler quarterly 
rate from $0.75 to $1.50 a share. These 
were the lone occasions. over a period of 
many weeks, on which the market iook 
note of favorable news. 

At best these dividend increases had 
but a transitory effect on the general 
share list. The underlying question re- 
mained of whether the market had offset 
by suitable discounts any unfavorable 
business 


influences discernible on the 


horizon. 








Tide of Stock Trading Shown 


In Listed Shares 


— substance of this article. which 
is designed mainly for readers who 
follow the record of dealings on the New 
York Stock Exchange. may be introduced 
logically with the use of a rhetorical ques- 
why should the sales of about 
2.000.000 more shares in 1946 have been 
accompanied by an increase of more than 
*2.000.000.000 


sold over the 


tion: 


money value of stocks 
1945 value? 

To be precise, total sales in 1946 totaled 
502.409.531 shares with a money value 
of $15.519.867.005. whereas the 1945 sales 
of 500.395.728 shares involved a value 
$13.401.859.786. A super- 
ficial glance at the figures would suggest 
that 2.000.000 shares sold last for 


around SL.0Q00 a share which. of course. 


in dollars of 
year 


would be a long way from actuality. 

\ truer and more comprehensive ex- 
planation lies in the comparison of aver- 
age price ranges of the two years. Both 
the highest and the lowest points of the 
averages, using the Dow. Jones & Co. in- 
dustrial average as a standard of mea- 
surement. were well above these figures 


1945. Last 
212.50 and the lowest 


for vear the highest was 
163.12; in 1945 
the highest was 195.82 and the lowest 
151.35. When liquidation gained head- 
way after May, 1946, soon after ihe mar- 
ket’s top was established. a series of days 
of heavy dealings occurred before the 
average had passed downward through 
the level equivalent to the 


maximum 

price level of 1945, 
The table carries back for 12 years. 
The wide differences between years in 


respect to money values of Stock Exchange 
sales parallel differences in tops and bot- 
toms of average prices. with some qual- 
ification necessary because of differences 
intervals when 
changes of market sentiment promoted 


in trading volume in 


especial activity with emphasis on 
sales in a declining market. The differ- 
ence in money value of 1940 over 1941. 
to refer to a middle section of the table. 
was approximately $1.900,000.000, These 
were years of predominantly declining 
markets. The 1940 maximum of 152.80 
was established in January, while the min- 






imum average of 111.84 was reached in 
June. Thereafter a gradual improvement 
occurred until January, 1941. to be fol- 
lowed by a persistent decline to 106.34 
in December. Money value started down- 
ward in 1940 from a higher peak than 
in 1941. and in 1941 the bottom at the 
year-end was lower than the minimum 
of 1940, 


Monry VALUE OF STOCKS SOLD ON 
New YorK STocK EXCHANGE 


BOI: i sni'u'ei's acescleas $13.335,444,524 
IO os coard nn atpais 20.365.671.576 
oi a ae eee 18.433.302.770 
BOGE olan co auenics * 111.013.403.002 
ie a ae ee ee 9.968.173.205 
WIE acne acsien Ses 7.166.135.221 
BREN sieve co arahorntna cs 5.252.910.408 
PB sed aw marcas 3.673.468.046 
BES so nn cee 7.670,490.287 
BR aig oretec dia acas ar 8.251.683.570 
ee eee 13.461.859.786 
Baie cieher oe 15.519.867.005 


The record applies to the aggregate of 
all sales in the specified years: that is, in 
contrast with the “reported” volume in 
round lots of 100 shares as it appeared 
on the ticker tape. the totals of the table 
comprise the volume of odd-lots and the 
sales of “stopped stock” as well as the 
reported transactions in round lots. 





Constant Vigilance 
(Continued from page 5) 

safety of principal and interest involved. 

\ wise investor 


will. therefore, follow closely the bank. 
discount 


the market will recede. 


and commercial money rates 
plus any other elements which iend to 
influence the supply of money. 

In my experience. it is a fallacy to 
invest in a security because it 


carries a “Triple A” 


merely 
rating and investi- 
this 
There is much more to intelligent 


vation has substantiated classifica- 
tion. 
investment than to say. “I am an investor. 
This bond is for investment and my in- 
terest of 3 per cent is secure until the 
maturity date in 20 years when repay- 
ment of principal will be made.” Those 
who confidently follow this fore-shortened 
line of reasoning may find it necessary. 
reconsider it. 


sooner or later. to 


The money market may stiffen and 
the investment decline 10) per cent) in 
value. Even with some of our strongest 
issues. such an event has occurred, | 


can remember New York City paying 7 


per cent on money it borrowed when 


money-market conditions were unfavor- 


10 


able. If an investor places an order to 
buy “at the market” without checking 
money and credit prospects, he is over- 
looking an important factor. 

Again, technical conditions in the mar- 
ket may cause a bond's price at the mo- 
ment to stand higher than what could be 
considered “normal.” 


Guard Against Overpaying 


Remember. the investor's income is 3 
per cent. as stated for illustrative pur- 
poses. If the “normal” price is overpaid 
by three points, the buyer later may be 
out a full year’s income. Oddly. Amer- 
ican investors, as a whole, seem to have 
an aversion to keeping substantial sums 
of money in the bank. When dealing in 
investments of the highest grade. it falls 
short of caution and wisdom to run the 
risk of sacrificing a years income by 
hurrying to buy. 
delay. 
“IT am making a_ permanent 


Someone may object to any 
asserting. 
investment. All I care about is the regu- 
lar payment of interest and the return 
of the capital when it is due.” To this. 
it may logically be countered, “Do you 
know for sure that you will never need 


the capital until it is due on the bond? 
Can you foresee the future needs of your 
business. the cost of unexpected illness, 
the desire to build a new home?” 
The fact is, of course, in ordinary 
human experience, no one can decide 
that needs will not arise to liquidate any 
part or all of an investment. The rules 
of chance add argument for 
deliberate, studied purchases of securi- 


. timing! 


another 


ties . 

Permanence may be hoped for but 
not taken for granted. In the meanwhile 
a keen observance of the current condi- 
tion and market action of all securities 
held should be maintained. Appropriate 
action, in with facts 
as are disclosed by close supervision. 
should be promptly taken. There should 
be no aversion to maintaining idle funds 


accordance such 


in a bank even over extended periods of 
time if conditions so warrant. nor should 
there be any hesitation in taking losses 
if the deteriorates. 
The entire picture of creating or 


situation 
main- 
taining a high-grade investment fund 


should be without fixed 


prejudice and with a completely open 


viewed any 


mind. 





























ELGIN NATIONAL 
WATCH COMPANY 


800,000 Shares 
Capital Stock, Par $15 


Ticker Symbol: ENW 





bee corporation is the largest of the 
three American watch manufacturers 
who make fine jeweled time pieces 
through all the processes from raw mate- 
rial to finished product. The company 
was incorporated in the state of Illinois 
in 1804. The main plant and executive 
offices are located in Elgin. Ill. Other 
plants owned by the corporation are in 
\urora. Ill. and Lincoln, Neb. 

Elgin is almost wholly concerned with 
the manufacture of watches. although 
part of the Aurora plant is devoted io 
making sapphire products, an outgrowth 
of a small operation that was commenced 
during the war. Sales have been showing 
an encouraging growth each year in the 
sapphire division but the product is 
still considered in the exploratory stages 
of development. 

\s one of its answers to the continued 





(Above) Testing the thickness of Dura- 
power mainsprings. (Left) After being 
coiled and treated by heat, mainsprings 
are placed in this device and the coils 
reversed in order to increase torque 


large importation of Swiss watches from 
which tariff relief is being sought, Elgin 
introduced its new “Durapower” main- 
spring. a non-magnetic, non-corrosive 
and practically unbreakable — product. 
which is expected to eliminate 99 per 
cent of troubles due to mainspring fail- 
ure. Laboratory tests by the manufac- 
turer are said to have shown that the 
new mainspring remains free from rust 
at high relative humidities and is imper- 
vious to perspiration. With respect to 
breakage from stress. “Durapower” main- 
springs are expected to outlast steel by 
four times. 


Operates Trade School 


In addition to its manufacturing activ- 
ities, Elgin operates a trade school for 
watchmakers. with enrollment open to 
the public. This is known as the Elgin 
Watchmakers College and the results of 
its operations are included in the finan- 
cial statements of the company. 

Elgin also maintains an observatory. 
which provides an accurate time standard 
for its factory at Elgin. Ill. 

A total of 3.552 persons were employed 
at the company’s factories as of the end 
of 1946, with 2.472 of this number con- 
centrated at the Elgin. Ill. plant. This 
factory, which contains 22 acres of floor 
space. consists of buildings especially 
built and adapted to watch manufacture. 
Many of the departments are air-condi- 





tioned. A second plant. smaller in size. 
was purchased in Elgin in 1940. The 
Aurora, Ill. plant is a leased property: 
and the Lincoln. Neb., factory was 
acquired only recently. having been pur- 
chased late in 1945, 

For the year ended December 31, 19:46. 
net profits after taxes were $1,430.763. 
This figure included $300,000 restored 
from reserve for contingencies arising 
out of war conditions. This compared 
with net profits of $1,050,562 for the 
year ended December 31. 1945. The sale 
of a larger proportion of high-priced 
merchandise coupled with lesser taxes en- 
abled the company to show the more 
satisfactory profit for 1946. Net sales 
of $17,688,953 for the year ended Decem- 
ber 31, 1946, compared with $20,675,922 
for 1945. 

The consolidated balance sheet as of 
December 31. 1946, showed total assets 
of $21,591,102. Current assets totaled 
$16,646,113 and current liabilities were 
$3.501.367. 





Detroit-Michigan 
Stove Company 


948,007 Shares 


Common Stock, Par $1 


Ticker Symbol: DTV 











NE of the largest American manu- 

facturers of cooking and_ heating 
appliances. the company traces — back 
through its predecessors for more than 
80 years. Known as the Detroit Stove 
Works. it was incorporated in 1907. In 
1925. a merger was effected with ihe 
Michigan Stove Company by an exchange 
of stock and the present name was 
adopted. 

The most important products made 
by the main plant in Detroit are gas 
cooking ranges for household use: since 
the acquisition of A-B Stoves. Incor- 
porated, in 1945, electric and gas ranges 
have been made at the latter's Battle 
Creek, Mich.. plant. An additional line 


1] 





is comprised in heavy duty ranges for 
commercial use. The company is also 
engaged in fabricating heavy metal prod- 
ucts at its metal fabricating division in 
Detroit, the outlet for this production 
being among motor car and truck makers 
and other industries. 

The company’s output of gas and elec- 
tric utensils is distributed through public 
utilities, department stores and dealers 
throughout the United 
Canada and Mexico. 


States and in 


During the war, the company’s facil- 
ities proved adaptable to making. in 
addition to army cooking ranges, fenders 
for army jeeps, armor plate, and a wide 
variety of half-tracks, tanks. 
destroyers, bulldozers, aircraft and ships. 
By the 


pleted, according to the company. re- 


parts for 


time war contracts were com- 
conversion to peace-time products was 
also ended and production was imme- 
diately enlarged. in early 1946, in old- 
established lines. 

The results were recorded in the 1946 
income account. showing gross sales 
amounting to $14,955,000. compared with 
$5.179,000 in the preceding year: pre- 
sumably, acquisition of the A-B Stove 
organization in 1945 aided in enlarging 
For the 
year ended December 31, 1946, dividends 


the sales volume substantially. 


on the common stock amounted to $1.15 
a share. In addition to common stock. 
25,373 shares of 5 per cent preferred 
were outstanding at the end of last year. 


Total assets as of December 31 last 


amounted to $8.813.788. Current assets 
were $5.923.755 and current liabilities 


5 
totaled $3.048.350. 





New York State 
Electric & Gas Corp. 


$13,000,000 First Mortgage 
2% Per Cent Bonds, 
1977 


Series due 


150.000 Shares 
3.75 Per Cent Cumulative 


Preferred Stock 


Ticker Symbol: NGE 











T HE company. a subsidiary of General 

Public Utilities Corporation, is one of 
the larger operating electric and gas util- 
ities in the state of New York. serving an 
16,700 square 
miles in the south central. eastern and 


area of approximately 
western sections, about 35 per cent of 
the total area of the state. The terri- 
tories served embrace large areas devoted 
to dairving and farming within the south 
central part and along the eastern edge 
of the state. and vacation and resort areas 
in the Adirondack and Catskill Mountain 
regions, the Harlem Valley and the Finger 
Lakes sections. 
located 


Manufacturing activities 
throughout the territory are 
diversified and include the manufacture 
of shoes. photographic supplies. steel 
products, glass and glass products. gyp- 
sum, chemicals, 


machinery and many 


other items. Boot and shoe manufacture 


is the largest individual industry. The 


Gas ranges on the assembly line at Detroit-Michigan Stove Company 





company has a small bus operation in 
the city of Elmira and provides steam- 
heating service in Lockport and Hornell. 

A map of the territory served would 
show that most of the “Southern Tier” 
counties of New York, edging upon the 
Pennsylvania border, are included, to- 
gether with a considerable area bending 
downward on the East toward the New 
York City metropolitan district. Among 
the prominent industrial cities and towns 
within the territory are Binghamton. 
Johnson City, Endicott, Elmira, Norwich 
and Oneonta. 


Electric Revenues Increase 


When the bonds were underwritten for 
public offering last January, the prospec- 
tus noted: “During the war the shortage 
of goods and manpower caused some 
commercial customers to cease business 
or substantially to reduce their activities. 
\ substantial portion of the increase in 
electric revenues during the past few 
years has been due to increased revenues 
from large industrial consumers who were 
engaged in war production. The com- 
pany believes that some of the war-time 
increase in electric revenues will be con- 
tinued following reconversion by certain 
of the company’s industrial customers.” 
for the year 1946 totaled 
$35,590,000. Electric revenues accounted 
for $30,000,000 or 8414 per cent and gas 
revenues for $4,900,000 or 1314 per cent. 

The company had 318,350 electric cus- 
tomers, including 280,840 residential cus- 
tomers, at the end of 1946. 

About 80 per cent of the gas revenue 
is from natural gas operations. Residen- 
tial and commercial revenues represent 
84 per cent of the total gas revenues: gas 
customers total 75.340. 


Revenues 


Adds to Generating Capacity 


The company has 216,133 Kw. of gen- 
erating capacity, of which nearly one-half 
has been installed since 1941, and an ad- 
ditional 70,000 kw. of generating capac- 
ity is to be provided by two new units 
on order. The company purchased about 
41 per cent of its 1946 output and is in 
process of enlarging its own generating 
capacity to supply a greater part of its 
requirements, All natural gas is pur- 
chased from non-affiliated companies and 
about 70 per cent of the manufactured gas 
is also bought from a non-affiliated com- 
pany. Gross additions to property since 
1940 exceeded $43,000,000 and 
tentative construction estimates for the 
next four years involve a cost of approx- 
imately $40,000,000. 
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Letters to 
discussion 


FREDERICKSBURG, VA. 


Your magazine justifies its sub-title—A 
Magazine of the Financial Community—by 
a single item of its contents, alone. This 
is the occasional publication of long-time 
dividend paying stocks with the years dur- 
ing which dividends have been paid without 
a lapse. I so write because (1) such infor- 
mation is not easy to obtain by investors 
who rely upon newspapers for what they 
can learn about securities, and (2) for the 
reason that such records. when clipped out 
and kept, give continuing guidance to per- 
sons who have money to invest now and 
then. Considerable thought. and quite a lot 
of experience, persuade me that dividend 
records constitute an A-1 aid to conservative 
investing. (Always an Investor) 


BROOKLYN, N. Y. 


I have read Mr. L. O. Hooper’s article in 
the current issue of THe EXxcHANGE with 
much interest. While his statistics and con- 
clusions sound extremely convincing, I am 
inclined to question the method used in 
comparing prices of goods and _ stocks. 
Land, houses. commodities, these are things 
for what I call “immediate use.” . . . On 
the other hand, stocks are not for “use.” 
They are not “goods” per se. The purchaser 
of stocks expects to get a return on his in- 
vestment in dividends or appreciation or 
both. His objectives can only be attained 
over a period, and his success is determined 
not so much by the material value (assets) 
represented by his shares as by the future 
earnings of the enterprise. 

If we omit comparison with prices of com- 
modities, ete., we still have the re-compu- 
tation of the Dow-Jones Index for 1935-39 
on a 65-cent dollar basis. My question is 
whether such entirely 
proper? What effect has the _politico-eco- 
nomic trend of, say, the last 15 years had 
on the earning power of enterprises? The 
trend has been a world-wide one and there 
seems no reversal in sight. Increased  gov- 


re-computation is 


ernmental regulation, government competi- 


tion, higher labor costs—these are some of 
the signposts along a road which leads to 
a lower net profit per dollar of sales. True, 
many high 


earnings lately. but I would put this down 


companies had _ exceptionally 
to a set of fortuitous circumstances such 
as the war-time accumulation of vast spend- 
ing power, coupled with a large backlog of 
unfilled consumer needs. resulting in a sell- 
ers’ market at sharply rising prices. If such 
temporary influences are eliminated, do we 
not find that the politico-economic develop- 
ments have impaired earning power perma- 
nently? To put it another way, if the index 
of 100 could be established for the “nor- 
mal” earning power of enterprises from 
1935 to 1939. would we not find it now re- 
duced to 65 or less? In that case, the re- 
computation of the Dow-Jones averages on 
the basis of a 65-cent dollar would not be 
justified. EF, 
NEW YORK CITY 

I quote a section from J. William Small- 
wood’s oil article in April number 
which struck me as highly disturbing on 
first reading, without a careful re-reading 
of the context and conclusion- 


your 


. . it has been, estimated that discov- 
eries of new oil have not equalled with- 
drawals (from storage) in any year since 
1938 and that new oil added during 1946 
was the lowest of any year in the history of 
the industry.” 

Context and conclusion, at the same time. 
did not provide enough comfort. Without 
extensive new discoveries of petroleum on 
this continent, what are we going to do 
about all the newly installed facilities for 
consuming oil and oil products this year 
? . . Diesel 


and next year? House heating 


motors .. . increasing motor cars . . . more 
airplanes . . . more oil burning ships—these 


drains upon oil supply give a person much 
to think about. To think that petroleum 
always has been found to meet consumptive 
néeds is not enough. F. T.. OB. 


the editor in whole or in part, are presented here as a contribution to current 
of investment, economic and general financial subjects of public interest. 


OAKLAND, CALIF. 


Stock prices, according to a long- 
accepted idea, set out in May of last year 
to discount a coming reversal in business, 
and what have you? Business during the 
seven months after peak prices (New York 
Stock Exchange stocks traced by the aver- 
ages of Dow, Jones & Co.) reached their 
four-year tops was fine straight along. The 
long-accepted idea was that prices of stocks 
discounted business changes up to _ six 
months in advance of such changes, yet 
seven months passed without the forecasted 
reversal showing itself. and, by thunder, 
four months of 1947 have been added to 
those seven and still business is going along 
under a strong head of steam! 

I. too, accepted this long-accepted idea 
about a “discounting” stock market. I ae- 
cepted it for years, but now I not only have 
doubts about it but even hold that “it just 
ain't so.” If some chart follower tries to 
tell me that I'll see, in time, that the decline 
of May-October last year did discount some 
kind of a depression on the way. I have to 
laugh. Look at the record, I say. It will 
soon be a full year since stocks began to 
retreat, | say, and if that isn’t long enough 
to discount anything, how much time, Mr. 
Chart Follower, do you need? The long- 
accepted idea is not any good any more and 
why? Because the character of the market 
is not what it used to be. Stocks, in my 
opinion, got too high for investors—the divi- 
dend yields got too low. A swarm of inves- 
tors joined with traders last year in taking 
profits. The market is more of an invest- 
ment market than in the past, although in- 
vestors who sold last year have not yet been 
buyers this year. The chap who wrote in 
one of your recent issues that “the investor 
is in the saddle” had the right idea: this 
idea will, pretty soon, become a truer long- 
accepted idea than the one about discount- 
ing. The volume of liquidation since last 
May has been next to nothing. compared to 
the total of corporate shares listed on the 
Stock Exchange. G. T. 





Stockholders Meeting 


They come from everywhere 


. from 
every income group, from every commu- 
nity. They are women as well as men, 
employes as well as executives, farmers 
as well as businessmen. They are typical 


stockholders, the owners of business. 


This distribution of business ownership 
through the whole mass of the people is 
an American development. A healthy and 


democratic development. 


We believe that much of the great strength 
of American industry derives from the 
depth and breadth of its ownership. The 


dollars with which it has 


carried our 
standard of living up and up with an ever- 
swelling flood of goods, produced at lower 


cost but at higher wages than ever before 


in history—these dollars have come from 
millions of our citizens. 


As the nation’s principal market place for 
investors, the New York Stock Exchange 
has been largely responsible for this wide- 
spread ownership of American business. 
Here anyone can buy or sell shares of in- 
dustry on brief notice .. . at disclosed prices 

. . with confidence that they are obtaining 
the best possible price available at the 
time. Without such a market, the broad 
base on which modern American capital- 


ism rests could never have been built. 


Today as in the past, the first responsi- 
bility of the Exchange is to the investing 
public. For them it has adopted rules of 


business conduct unsurpassed for strict- 


ness. For them it has developed one of the 
world’s most efficient market operations. 
For them it has led a successful movement 
to make facts about listed securities avail- 
able to all. The Exchange urges every in- 
vestor to get these facts before buying or 
selling securities; they are the only sound 


basis for investment decisions. 


New. York 
Sock EXCHANGE 











